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Thank you. | ampleased to be a part of this “National
Consuners \Week” conference on mnority issues, and | want ¢g
t hank Bonni e Guiton, President Bush's Special Adviser for
Consuner-Affairs, for inviting nme to join you today.

This year marks the 100th anniversary of the Sherman agt |
the first federal antitrust statute. The antitrust |laws are
intended to prevent business practices that restrain conpetition
and harm consuners, so the work the Federal Trade Conm ssion does
in this area challenging anticonpetitive nergers, price-fixing
and other antitrust violations could be characterized as consuner
protection work. But | will Iimt ny remarks today to the other
areas that the Conm ssion has responsibility, for, activities that
are nore comonly thought of as consumer protection activities --
deceptive advertising, fraudulent sales practices, and son.

Some of the Commi ssion's consumer protection activities have
particular relevance for mnority consuners. For exanple, the
Commi ssion’s Used Car Rule, which requires used ‘car dealers to
put wi ndow stickers wth warranty and other information on all
their used cars, provides that dealers who conduct sales in

Spani sh nmust put Spani sh-1 anguage stickers on their cars. ang

several years ago, the Conmission ordered Norelco to stop naking

fal se and unsubstantiated clains that the Norelco “Black Pro”
el ectric shaver would prevent or cure the skin probl em known as

“razor bunps,” which nmany bl ack nen suffer as a result of



shaving. But many of the FTC activities | wll discuss today are
of inportance not only to mnority consuners, but also to
consuners generally.
Before | go any further, | should tell you that the views |
express today are ny own, and not necessarily those of the
Conmi ssion or any other comm ssioner. Unlike some of the
government agenci es represented here today, the Federal Trade
Conmmi ssion is a collegial body. The five Conmi ssioners usually
agree on the proper course of action, but disagreenments are not

unheard of.
Deceptive Advertising

Trut hful advertising about the price, quality and other
attributes of the goods and services that we buy is a vital
source of information to consumers. Deceptive advertising, on
the other hand, distorts consuner decisionmaking, harm ng not
only consunmers but also honest businesses. The Conmi ssion
devotes considerable tinme and effort to national advertising, and
elimnating false or msleading ads will continue to be one of
our highest priorities.

Advertising responds to consuner concerns, and so does our
national advertising program For exanple, when the price of
gasoline, electricity and other fornms of energy shot up in the
1970’ s, many advertising canpaigns stressed the energy-efficiency

of the advertised products. Unfortunately, a nunber of those



energy-savings clainms were false or unsubstantiated. Not
surprisingly, the Conm ssion brought nore cases chall engi ng
energy-savings clains in those years than it is bringing today.

Today, environnental clains are increasingly conmon because
consuners are increasingly concerned about the effects of certain
products on the environment. Many conpanies are pronoting their
products as “bi odegradable,” “recyclable,” or “not harnful to the
ozone.” If true, such clains not only provide environnentally
consci ous consuners with information that is inportant to them
but also places significant conpetitive pressure on rival firms
to make their products environnentally “friendly.’”

Unfortunately, not all environnental claims are true, and | think
you can anticipate hearing nore about the Comm ssion's efforts to
stem fal se or unsubstantiated environmental clainms in the future

Another area that is receiving increasing scrutiny fromthe
Commi ssion is health clainms by food producers. The Food and Drug
Adm nistration has jurisdiction over health clains on food
| abel s, but the Conm ssion has prinmary responsibility” for health
clains in food advertising. As scientists have uncovered
evi dence linking specific diseases to diet, health claims in food
advertising have proliferated. As a recent FTC Bureau of
Econom cs staff study of the high-fiber cereal narket pointed
out , ' advertising is an effective neans of communicating

i nformation about diet and health, “especially to |ess-educated

L P agpolito & A. Mathios, Health Jainms in Advertising and
Label i ng: Study of the cereal Market (1989) (FTC Bureau of
Econom cs staff report).



e gy

and |ess-affluent consumers. But the great value of truthfu
informati on about diet and health underscores the inportance of
vi gorous |aw enforcenment against false or unsubstantiated health
cl ai ms.

As an exanple of the Comm ssion’s activity in the health
clains area, let me briefly describe the conplaint we jssued in
January 1989 against the Canpbell Soup Company.? That conpl ai nt
al | eged that Canpbell had clainmed that its soups coul d hel p
reduce the risk of sone forms of- heart disease because they were

low in fat and cholesterol. According to the conplaint, that was

. deceptive because Canpbell failed to disclose that its soups are

al so high in sodium which nmay increase the risk of heart
di sease.

No di scussion of the FTC s work in the area of advertising
and health would be conplete wthout a nmention of alcohol and
tobacco advertisingsTC Chairman Janet Steiger has told the -
Conmi ssion’s staff to scrutinize the advertising and pronotion of
al cohol and tobacco carefully, giving particular attention to ads
or pronotional activities that are aimed at younger consumers .
The FTC S jurisdiction over alcohol and tobacco advertising is
limted, but the Commssion wll bring |aw enforcenment actions
agai nst advertisers who do violate the FTC Act or the other
statutes enforced by the Commission. W |ook forward to

continuing to work with the Departnment of Health and Human

*Canpbel | SQup CO., Docket No. 9223 (conplaint issued
January 25, 1989).



Services and ot her federal agencies to address the public’s

concerns about al cohol and tobacco.

Credit

The Commi ssion attacks unfair or deceptive acts or practices
by creditors by bringing actions under Section 5 of the FTC Act.

I n addi tion, the Conm ssion enforces a nunber of special federa
consuner credit statutes, including:

-- The Equal Credit Opportunity Act, which prohibits the
denial of credit on the basis of race, sex, marital status,
religion, age, or receipt of public assistance;

-- The Truth In Lending Act, which requires creditors to

di scl ose the annual percentage rate and other credit terns to

CONSUNers;

-- The Fair Credit Reporting Act governs credit reporting
agencies, Wwhich are conpanies that sell creditors reports that
contain the credit histories of those applying for |oans or
credit cards; and

-- The Fair Debt Collection Practices Act, which prohibits
unfair or abusive practices by bill collectors.

The Comm ssion al so enforces its own consuner credit
regul ations. The Credit Practices Rule® prohibits certain
provisions in consuner credit contracts. For exanple, the Credit

Practices Rule prohibits the use of “confession of judgnent”

3 16 vu.s.c. Part 444.



provi sions, which require debtors to waive their right to defend
t hensel ves or even to be notified when creditors file collection
suits. That rule also requires creditors to disclose to
cosigners that they must pay the |oans for which they cosign if
for any reason the debtor does not pay. The Hol der-In-Due- Course
Rule’ gives consuners certain protections when goods they buy on
credit are not satisfactory. According to that rule, if a
creditor -sells a consuner’s loan or note to a third party, the
consuner can still assert all the |egal defenses that he or she
coul d have asserted against the original creditor.

Let me now turn to sone examples of recent Conm ssion
actions in the credit area. Over the years, the Conmi ssion has
brought a nunber of credit discrimnation cases under the Equal
Credit Opportunity Act, or “ECOA.” In the last year, the
Comm ssi on has accepted consent decrees requiring several so-
called “small |oan” finance conpanies to pay civil penalties for
al | eged violations of the ECoa.’

Smal | -1 oan finance conpanies specialize in very small
consuner |oans -~ usually $50 to $300 or so. Mbst of the people
who borrow noney from such conpanies are |owinconme, high-risk
borrowers who find it difficult or inpossible to qualify for a

| oan from a bank or other conventional |ender. Not surprisingly,

“ 16 u.s.c. Part 433.

0, E.q., Us. v. Gty Finance Corp., No. 1:90-cv-246-MHS
(N.D. Ga. Feb. 1, 1990) (consent decree); US. v. W Lee More,
11, d/b/a Signature Loan Co., No. 3-89-2531-F (N.D. Tx. Oct. 20,
1989) (consent decree).



the interest rates charged by small-1oan conpanies are quite
high. Mst of these conpanies are relatively snmall in size, and
they operate in a rather informal nmanner

The smal |l -1 oan conpani es that the Conm ssion investigated
had one other thing in coomon: a firm“no job, no [oan” policy.
By requiring that loan applicants have full-time jobs and by
refusing to consider income from other sources, such as
retirement benefits and alimony, these firnms allegedly violated
t he ECOA and Federal Reserve Board Regul ation B by discrimnating
on the basis of age, sex, marital status, and receipt of public
assistance-. Refusing to consider incone from pensions or Soci al
Security retirement benefits discrimnated against the elderly.
And refusing to consider incone fromalinony and child support
paynments discrimnated agai nst divorced wonen. In short, it
appeared that the |oan conpanies were discrimnating against 4
hi ghly vul nerabl e segnment of the popul ati on.

The Conmi ssion al so has brought a nunber of enforcenent
actions against so-called “credit repair” firms.® Credit repair
firns advertise their services to consunmers who cannot get credit
because their credit bureau reports, which describe their credit
history, contain negative information -- for exanple, information
indicating that the consuner has failed to nake | oan paynments on

tine.

® E.g., Us. v. Credit Repair, Inc., No. 89-C 80344 (n.D.
[11. Mr. 7, 1990) (consent decree); U S. v. Nationw de Credit
Semtes, Inc., No. 88-4071-§M (E.D. La. Cct. 18, 1989) (consent

decree).



Section 611 of the Fair Credit Reporting Act, or “FCRA’
al l ows consunmers to dispute inaccurate or inconplete information
in credit reports. But nmany of those who turn to credit repair
firme are not the victims of inaccurate credit reports. The
negative information in nost credit reports -- |ate paynents,
bankruptcies, and the like -- is accurate, so the Section "6I1
di spute procedures, which are intended to correct inaccurate
information, are unlikely to help in nost instances.

Nevert hel ess, credit repair companies.claim that they can
inprove credit reports even if the negative information in those
reports is” accurate. These conpanies, which typically charge a
fee of $400to $500, often dispute all of the infornmation on
their customers’ credit reports, hoping to overwhel mcredit
reporting bureaus with so many disputes that it is difficult or
i npossible for themto verify the accuracy of negative
information wthin a reasonabl e amount of tine. ‘This technique
rarely works; nost credit reporting bureaus are able to reverify
the disputed infornation, and the negative information remains in
the credit report. Credit repair firms often sell their services
wi th a noney-back guarantee, but many of the consuners who have
attenpted to get a refund have not succeeded. Some firnms quickly
go out of business; others sinply refuse to honor their so-called
noney- back guar ant ees.

Bills to regulate credit repair firnms have been introduced

in Congress and several state |egislatures. The Conmi ssion has

supported legislation requiring credit repair firms to nmake



certain disclosures to consuners. For exanple, we supported a
requi rement that credit repair conpanies explain to consuners
that the law does not require credit reporting bureaus to renove
negative items fromcredit reports if those itens are correct.
One possi bl e disclosure would read as fol | ows:

You have no legal right to have accurate information
removed fromyour credit bureau report. Under the Fair
Credit Reporting Act, the credit bureau must remove
accurate information fromyour report only if it is over
seven years old. Bankruptcy can be reported for ten
years’. Even when a debt has been conpletely-repaid, your
report can show that it was paid late if that is accurate

| f consunmers had that disclosure in front of them they would be
less, likely to believe the deceptive clains of credit repair
firms -- and less likely to pay sizeable sunms of noney to someone

who will Dbe unable to help them get credit.

Tel emar keti ng Fraud

Arericans |ose an estinmated one billion dollars yearly to
fraudul ent tel emarketers. Anyone with a telephone is fair gane
for these fly-by-night con nen, who sell everything from too-
good-to-be-true bargain vacation packages to shares in worthless
gold mnes to overpriced hone water purifiers.

The FTC has an inpressive record in the war against

tel emarketing fraud. So far, we have brought about SO cases and

10




won $100 million in judgnents. Consumers have already received
$6.5 million in redress as a result of these actions, and anot her
$20 million in redress is on the way. But telemarketing remains
a widespread problem Al too often, these scamartists close up
and |l eave town with their victins’ noney before we or other |aw
enforcenent agenci es-can catch them Even when we do catch them
they may have already hidden or spent nost of their ill-gotten

gai ns.

One way we hope to inprove the effectiveness of our anti-
fraud efforts is to share information and coordi nate our
activities with other federal, state, and |ocal governnent
agencies and with consuner and business groups. The state
attorneys general and the Conm ssion routinely share information,
refer cases to one another, and divide |aw enforcenent
responsibility in cases where state and federal jurisdiction is
overlapping in order to mnimze-unnecessary duplication of
effort. \Were the fraud involves health and.cosmetic clains --
for exanple, AIDS renedies or weight-loss products -- the
Conmi ssion works closely with the FDA The Commi ssion is also
a menber of the Alliance Against Fraud in Tel emarketing, a
coalition of sone 60 organizations headed by the National
Consuner League.

The Comm ssion has al so supported federal ‘legislation that
woul d renove sone of the |egal obstacles to our anti-fraud
efforts. For exanple, the Right to Financial Privacy Act

requires that custoners of banks and other financial institutions

11



be notified when federal agencies inquire about their accounts.
To be effective, we nust build a case and ascertain the
wher eabouts of the defendant’s assets without alerting himor her
to the existence of our investigation. W have supported a bil
that woul d exenpt us fromthe notice requirement of the Right to
Fi nanci al Privacy Act when there is reason to believe that giving
notice would result in the dissipation or renoval of assets that
wer e obtai ned through fraudul ent neans.

It would be naive to think that new | egislation or increased
federal -state cooperation will elimnate tel emarketing fraud
al together; Fraud continues to present enornous difficulties for
law enforcers. But we are seeing inprovenment in both the quality

and the quantity of our telemarketing fraud cases. \W have put a

stop to sonme of the nost egregi ous scans, and our efforts to
track down and return to consuners the noney that was taken from

t hem have been increasingly successful.

Consuner Educati on

Wiile the FTC is primarily a consuner protection agency, it
is also a consuner education agency. \Wen it comes to consuner

protection, an ounce of education is often worth a pound of 1law

enforcement. Try as we mght, we rarely are able to obtain

sufficient consumer redress from fraudul ent and di shonest

busi nessmen to conpensate all their victinms fully. \Wall-inforned

consunmers -- consumers who know when to say “no” to an offer that

12



All of the publications listed in the Best Sellers panphl et
-- which cover everything fromhone nortgages to credit problens
to fraudul ent tel emarketing scams -- are available free fromthe
Frcor for a nomnal charge from the Consunmer Information Center
in Pueblo, Colorado. Over two mllion of these brochures were
distributed |ast year.Everyone on the Ofice of Consumer and

Busi ness Education’s mailing Iist of 10,000 institutions and

individuals -- including federal, state and | ocal governnent
of fices, consunmer and business organizational libraries, and the
news nedi-a -- receives copies of our publications. |f any of you

here today has suggestions for additional consuner education
projects, | “urge you to tell me or contact Ms. Irene Vawter, who
heads our Consumer and Business Education Ofice. W are always
on the |ookout for good consumer education ideas.

| shoul d acknow edge the efforts of the many governnment
agenci es, consuner groups, and corporations “who have hel ped the
Comm ssi on devel op, produce and distribute consuner education
materi al s. In the last five years, our Ofice of Consuner and
Busi ness Education has participated in joint educational efforts
wth the Alliance Against Fraud in Tel emarketing, the American
Bar” Association, the Anmerican Association of Retired Persons, the
Anerican Express Conpany, the Anmerican Newspaper Publishers
Associ ation, the American Num smatic Association (rare coin
dealers”), the American Society of Travel Agents, Associ ated
Credit Bureaus, Inc., and the Automatic Transm ssion Rebuil der

Association -- and that’'s just the “A's.” | understand that

14



St ephen Brobeck of the Consuner Federation of America plans to
di scuss the “National Consumer Conpetency Test,” which has been 3
joint effort led by the CFA, to which the Educational Testing
Service, TRW the Conmmssion's Ofice of Consumer and Busi ness

Education and others al so contri but ed.

A few nonths ago, the Federal Trade Conm ssion cel ebrated
its 75th birthday. Such occasions always inspire not only

reflections on the past, but alsé specul ati on about what the

future will bring. | amconfident that the topics | have
di scussed today -- national advertising, credit, telemarketing
fraud, and consuner education -- will continue to be inportant

concerns for the foreseeabl e future, but | am equally confident
that many unforeseen challenges will face us in the next decade.
Everything from advances in technology to the always-remarkabl e
creativity of those who are wlling to.bend or break the rules in
order to separate consuners fromtheir hard-earned noney wll
make our job -- and the consumer’'s life -- nore difficult. Wth
hard work and the help of those of vou here today and others Iike
you, | hope that we will continue to nake progress in our efforts
to protect consuners and to hel p consumers |earn to protect

t hensel ves.

Thank you.

15



